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WASHINGTON, April 28— 
The United States is seeking' a 
limitation on future military 
spending by India and Pakistan 
as a condition for resumption 
of full-scale economic aid to 
the two countries, officials said 
today. India and Pakistan are 
understood to have responded! 
coolly. 

The American move has be- 
come probably the most con- 
troversiar factor in the discu-s- 
sions about the future level of 
economic aid to the two coun- 
tries. 

By coincidence, both the In- 
dian Minister of Planning, 
Asoka Mehta, and the Pakistani 
Finance Minister, Mohammed 
Shoaib, have been here during 
the .last -week to discuss with 
the laternSional Bank for Re- 
oondl^Uiotion ^and Development 
and 'American officials how 
^uoh economic aid they can e.x- 


peot from the aid-India and 
aid-Pakistan consortiums. 

Their discussions are a pre- 
liminary to at least tentative 
decisions expected to be reached 
in the next few weeks by the 
World Bank and the Johnson 
Administration. 

Mr. Mehta said at a news 
conference at the Indian Em- 
bassy today that India 
wanted $1.6-billion in economic 
aid /in the coming year . from 
the 10-nation aid-India con 
sortium. About $700-million of 
this total would come from the 
United Stales. , 

The request represents about 
a 70 per cent increase over the 
past level of consortium aid. 

Mr. Mehta said the increase 
was essential to help India 


through 


“critical” stage of 


her economic development pro- 
gram, now at a midpoint in a' 
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20-j?ear plan aimed at economic 
self-sufficiency. 

Should there be any “drag- 
ging of feet” by the consortium 
members in meeting the Indian 
request, he warned, the develop- 
ment program would be 
prolonged and there might be 
consequences in India that 
neither the United States nor 
the Indian Go'vemment wmuld 
“like to see.” 

The Pakistani Finance Min- 
i.ster has presented a request 
for about $500-million in con- 
sortium aid, of which about half 
would be supplied by the United 
States. This represents about 
a 15 per cent increase over the 
past level of consortium aid. 

Since the brief Indian-Pakis- 
tani war last fall, the United 
States has virtually suspended 
military aid and d;rastioally re-' 
duced economic aid to the two 
countries. 

No U.S. Hurry on Arms Aid 

Officials made clear that the 
Administration, despite some, 
pressure from Pakistan, was in 

0 hurry to resume military 
id, despite the recognized po-^ 
itical risks that India might 
;ium to the So'viet Union and 
Pakistan to Communist China 
as major suppliers of arms. 

The Administration, on the 
recommendatio-n of the World 
Bank, is prepared to resume 
economic aid, although prob- 
ably not at the level requested 
by the t'wo countries. If their 
requests wei-e fulfilled, the two 
would take nearly 40 per cent 
of all the economic aid pro- 
posed in the Administration 
foreign-aid program for the 
coming fiscal year. 

Aside from the problem of 
fitting their requests into a re- i 
duced foreign-aid program, an | 
important factor in determin- 
ing the level of economic .aid is 
the question to what extent the 
two nations, as a result of their 


war, plan to divert .iconomic 
resources to military prepara- 
tions. 

This factor is., probably of 
greatei: importance in the case 
of Pakistan, which in terms of 
her population is maintaining a 
relatively larger army than In- 
dia and which, in the opinion 
of American officials, seems 
more intent on undertaking a 
new arms race with India. . 

Pakistan was- understood to 
have worked out virtual agree- 
ment with the !^orld Bank on 
the level of con^ic tium aid,. The 
only major problem remaii^g 
unresolved, according to officials 
was an imderetanding between 
Pakistan and ithe United States 
over Pakistani military spend- 
ing. 

In the case of India, the mili- 
tary factor is compounded by 
economic?: problems. As:! another 
condition; for resuming aid, the 
United States, and also the 
World Bank, want the Indian 
Government to undertake cer- 
tain economic reforins;. guoh as 
relaxing' government controls 
over the- domestic economy and 
eliminating controls 6ver im- 
ports. 

Mr. Mehta suggested that - the 
Indian Government ?had ho 
“ideological cibhflict’i -with these 
proposed economic refojihs. But 
he indicated that his,T:I^ovWn- 
ment' ha,d some practi?&l' reser- 
vations about how far and hpw 
fast it could go in carrying out 
'the reforms. 

Mr. Mehta sa|d India was 
willing to permit .more imports ' 
but not to the extent that the/ ' 
might upset the iGovemment’s 
attempts to develop a self-suf- 
ficiency in the Inflian economy. 

He also noted that in the 
last two years the Government 
had relaxed its controls over 
the domestic economy but he 
contended that some continuing 
controls were necessary, to as- 
sure diversified development of 
the entire country. 

As for devaluation of the 
Indian currency— -another econ- 
omic reform privately urged by 
some Western economists — 
Mr. Mehta said the question 
had not been raised by either 
the World Bank or American 
officials. If it had been raised, 
he said, his discussions would 
have' come to “a premature end.’ 



